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EXHIBIT 1

European Exchange-Traded Fund Assets by Domicile, 2012–2018(€ billions)

Sources: Broadridge, Cerulli Associates
Analyst Note: Figures include actively managed ETFs.

A fast-growing industry in Europe
ETFs have been available for almost three decades, 
but have only recently started to gain traction among 
European investors. As Exhibit 1 shows, ETF asset growth 
in Europe has been significant in recent years. ETF assets 
grew from €256 billion in 2012 to €635 billion at the end 
of 2018, a 148% increase. 

Enhanced scrutiny from European regulators and investor 
demand for greater transparency and cost-effectiveness 
have been among the main reasons for the increased 
adoption of ETFs in Europe. In addition, European 
investors are more aware of managers’ fee structures 
since the implementation of MiFID II in January 2018 and 
are moving toward lower cost, less complex passive funds. 

Nevertheless, in 2018, ETF assets experienced a 
contraction. The fact that 68.2% of the assets of European 
ETFs are held in equity funds and several European equity 
markets moved into negative territory in 2018 contributed 
to the below-par performance.    

Index-tracking mutual funds have traditionally been the 
main passive vehicles in Europe, but in recent years, 
investors have started to move toward ETFs. The two 
vehicles were virtually on a par for the first time in 2014, 
but since then ETFs have been consistently higher than 
index trackers in terms of new inflows. For example, in 
2017, index trackers attracted inflows of €77.9 billion, 
whereas ETFs attracted €87.3 billion, meaning that they 
accounted for 53% of the passive side of the industry.

The picture was slightly different in 2018. As Exhibit 2 
shows, equity ETFs gathered just €20.1 billion of net 
inflows in 2018, down from €55.8 billion the previous 
year. Their AUM decreased from €450.9 billion in 2017 to 
€432.5 billion at the end of 2018. The assets of bond ETFs 
are moving in the opposite direction. Although European 
bond ETFs gathered €14.2 billion less in net new flows 
in 2018 than in 2017, their assets increased from €156.3 
billion at the end of 2017 to €167.3 billion last year, a 7% 
increase year-on-year. 
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EXHIBIT 2

Largest Exchange-Traded Fund Sectors by AssetsUnder Management and Net New Flows,  
2016–2018 (€ billions)

Sources: Broadridge, Cerulli Associates

Several asset managers launched fixed-income ETF 
propositions in 2018, aiming to expand their ETF 
capabilities and meet increasing demand from European 
investors. For example, JP Morgan Asset Management 
launched four fixed-income products in 2018, having 
unveiled its first ETFs for the European market in October 
2017. Also in 2018, WisdomTree launched the first ETF 
to provide exposure to the contingent convertible bond 
market targeting institutional investors. Invesco registered 
its first ETFs for sale in Spain in 2018; it is entering the 
Spanish ETF market with around 100 products, including 
79 equity strategies and 17 fixed-income vehicles. 

Morningstar data shows that fixed-income ETFs enjoyed 
record inflows during the first quarter of 2019. Net flows 
for fixed-income ETFs in Europe reached €18.5 billion in 
the first three months of this year, the largest quarterly 
total on record for the products. In addition, inflows to 
bond ETFs represented twice the volume of those to 
equity ETFs, which had net flows of €8 billion. However, 
as Exhibit 3 shows, equity ETFs assets still accounted for 
almost 70% of European ETF assets at the end of 2018. 

An increasingly busy ecosystem 
With ETFs expected to benefit from MiFID II and investors’ 
preference for cost-effectiveness, managers are seeking to 
make headway in Europe’s ETF markets. Both incumbents 
and new contenders in the European markets are focusing 
on product innovation in a bid to win marketshare. For 
example, in 2018, Amundi launched a suite of ESG fixed-
income and equity ETFs, Candriam introduced a range of 
smart beta and ESG ETFs in Italy, and Franklin Templeton 
listed its first ETF on the Swiss Stock Exchange. 

The level of M&A in the European ETF market was high 
in 2018. WisdomTree Investments announced the 
acquisition of ETF Securities, Legal & General Investment 
Management completed the acquisition of Canvas, 
and VanEck acquired Dutch ETF issuer Think ETF Asset 
Management. 

Despite the recent push by incumbents and new entrants 
in the ETF segment, BlackRock maintained its dominant 
position in the Europe-domiciled ETF industry. As Exhibit 4 
shows, the iShares platform featured 317 ETFs at the end 
of 2018, representing 46.8% marketshare. 

Asset Class/Funds Sector
AUM NNF

2016 2017 2018 2017 2018

Equity 358.9 450.9 432.5 55.8 20.1

Equities North America 81.6 98.5 113.6 10.6 16.3

Equities global 35.5 48.0 51.0 9.4 6.1

Equities euroland 44.3 55.7 44.1 6.8 -4.2

Equities Europe 29.8 35.6 31.9 2.7 0.1

Equities emerging markets 20.0 31.2 31.5 6.9 3.8

Equities others 147.7 181.8 160.3 19.4 -1.9

Bond 135.1 156.3 167.3 24.9 10.7

Bonds EUR corp. inv. grade 29.9 31.5 28.4 1.1 -1.4

Bonds EUR 19.3 17.8 23.3 -1.1 5.1

Bonds emerging markets 7.5 10.4 11.4 3.0 1.2

Bonds EUR short term 10.2 11.0 11.4 1.0 0.5

Bonds USD 8.0 7.7 10.6 0.5 2.7

Bonds others 60.2 77.9 82.2 20.4 2.7

Commodities 23.1 28.0 28.6 6.5 5.8
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With €15.6 billion of net sales, BlackRock’s ETF business, 
iShares, was the most popular provider of ETFs in 
Europe in 2018. It benefits from scale, a diversified value 
proposition, and a highly recognized brand. The iShares 
sustainable ETF suite, which now comprises 28 products, 
collected US$1.4 billion of net new money from European 
investors last year, the highest annual net flows on record. 
In 2018, UBS released ESG assessments for all its long-
only equity funds, bond funds, and ETFs. It launched an 
ETF that focuses on companies fostering gender equality 
and sustainability to enhance its ESG value offering. In 
addition, at the beginning of 2019, the firm launched an 
ETF offering sustainable exposure to the S&P 500 Index. 

Increasing product proliferation and the arrival of new 
entrants mean that the European ETF market is becoming 
increasingly busy. Amundi aims to double its ETF assets 
by 2023 and plans to focus on retail investors, a market 
the firm believes will grow in the coming years. In 2018, 
several players launched new ETF offerings for the Italian 
market. For example, Candriam entered the market with 
a range of five smart beta ETFs and JP Morgan launched 
four actively managed products. This trend is continuing 
in 2019, with Vanguard listing 19 new ETFs in Italy and 
HSBC Global Asset Management listing 15 ETFs in  
the country. 

Cost-effectiveness is becoming a dominant factor for 
investors and leading passive managers in the US 
have started to cut fees on ETFs. In 2018, State Street 
announced fee reductions on 15 ETFs with combined AUM 
of US$11 billion in response to intensifying price-based 
competition; BlackRock cut the prices of 11 of its equity 
and bond ETFs with total assets of US$50 billion in June 
2018. These tactics may be adopted in Europe, although 
so far managers are focusing on other ways to build a 
competitive advantage. 

The European index market is dominated by a handful of 
companies exerting their pricing power. Index providers 
operating in the region adopt different methodologies 
for index construction, but indices feature relatively high 
correlation. As Exhibit 5 shows, MSCI accounted for 26.5% 
of the European ETF market in 2018, followed by S&P Dow 
Jones with 16.1%. 

EXHIBIT 3

Exchange-Traded Fund Assets Under Management 
by Asset Class, 2018

Sources: Broadridge, Cerulli Associates
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EXHIBIT 4

Exchange-Traded Fund Assets Under Management 
by Asset Class, 2018

Sources: Broadridge, Cerulli Associates

Rank Sponsor Number 
of ETFs AUM Marketshare

1 iShares 317 297.2 46.8%

2 Xtrackers 179 68.6 10.8%

3 Lyxor ETF 218 59.2 9.3%

4 UBS ETF 112 37.5 5.9%

5 Amundi ETF 100 34.1 5.4%

6 Vanguard 
Group 25 31.2 4.9%

7 SPDR 97 26.1 4.1%

8 Invesco 102 20.3 3.2%

9 Deka ETF 44 8.6 1.4%

10 Commerzbank 
AG 109 7.9 1.2%

              Others 301 44.1 7.0%
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Asset managers have started to adopt various strategies 
to reduce the cost of indexing, such as building self-
indexing capabilities and seeking index provider 
diversification. Legal & General Investment Management, 
for example, is developing a self-indexing team. Self-
indices can be more flexible than the indices provided 
by third parties, less onerous for ETF issuers and 
consequently clients, and ultimately more in line with the 
specific and tailored exposure requested by investors. 
Managers that use their own indices are able to reduce 
the amount paid to third-party index providers in licensing 
fees. However, self-indexing is still a small part of the 
indexing industry in Europe, accounting for less than 2%. 

Other players are switching index providers in a bid to 
reduce costs and increase profit margins. State Street 
Global Advisors, for instance, moved from MSCI to 
German index firm Solactive for four of its ETFs at the end 
of 2018, halving expense ratios on the funds. Amundi has 
also launched nine new ETFs that apply ongoing charges 
of just 0.05%. All nine ETFs track benchmarks developed 
by Solactive, which charges flat fees rather than a share  
of AUM. 

One large US ETF issuer told Cerulli that, although price 
is an important consideration for investors, it  believes 
European ETF users make decisions based on a variety 
of different factors. For example, institutional investors 

increasingly favor asset managers that offer a range 
of different indices that provide exposure to new and 
specific niche markets or sectors in a cost-effective 
fashion. They also prefer investment providers that offer 
integrated and holistic solutions and are moving from a 
product-selling environment to a more consulting-driven 
approach. 

As Exhibit 6 shows, 35.3% of the asset managers Cerulli 
surveyed predict fast growth of ETFs in the institutional 
space; 29.4% foresee fast growth in the wholesale/retail 
segment. In addition, 52.9% of respondents forecast 
moderate growth in the wholesale/retail channel. 

Many of the ETF issuers Cerulli spoke to identified private 
banks and wealth managers as the channels with the 
greatest demand for ETF and smart beta instruments, 
which are becoming cost-effective building blocks for 
model portfolios. Demand from retail banks is also 
increasing in the wholesale/retail segment and large 
ETF providers are moving in this direction. For example, 
at the end of 2018, Vanguard agreed to sell its ETFs via 
German online broker Onvista Bank, which is part of 
Commerzbank’s listed German online broker, Comdirect. 
In early 2019, BlackRock launched a promotional 
campaign with Postbank, a German retail bank, whose 
clients can now buy iShares ETFs at a special offer price. 

EXHIBIT 6

Anticipated Growth of Exchange-Traded Fund 
Assets in Europe by Channel, 2018

EXHIBIT 5

Top 10 Exchange-Traded Fund Index Providers by 
Assets Under Management and Marketshare, 2018 
(€ billions)

Source: Cerulli Associates
Analyst Note: Cross-border managers were asked how rapid they expect ETF 
asset growth to be in Europe over the next five years.

Sources: Morningstar, Cerulli Associates
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Rank Index Provider AUM Marketshare

1 MSCI 169.6 26.5%

2 S&P Dow Jones 103.2 16.1%

3 Other 76.5 12.0%

4 STOXX 71.8 11.2%

5 Bloomberg 61.7 9.6%

6 FTSE Russell 51.3 8.0%

7 Markit 48.6 7.6%

8 DAX FSE 22.4 3.5%

9 Self-indexed 11.3 1.8%

10 Nasdaq 8.5 1.3%
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Several ETF issuers noted that European retail investors’ 
knowledge of ETFs is limited. ETF providers should 
increase their efforts in terms of educational programs 
for advisors and the general public to enhance their 
knowledge of and expertise with such instruments. 

Smart beta and active ETFs 
In line with the overall ETF industry, the assets of 
European smart beta ETFs have been growing at a rapid 
pace. Europe-domiciled smart beta ETF assets grew at a 
CAGR of 22% from 2014 to 2018. As Exhibit 7 shows, their 
assets grew from €22.5 billion in 2014 to €50.2 billion at 
the end of 2018, despite last year being a challenging one 
for the financial markets. Morningstar data shows that 
smart beta products still collected almost £4 billion in net 
new money in 2018. However, just 20 new smart beta 
products were launched in Europe last year, less than a 
quarter of the number of launches seen the previous year. 

This trend also occurred at the global level: in 2018, 132 
new smart beta exchange-traded products (ETPs) were 
brought to market, down from 257 in 2017. European 
ETPs and ETFs account for only 7.5% of total assets; this 
ratio has held steady for the past year, according to 
Morningstar data. 

The smart beta space contains a broad spectrum of 
varying strategies and factors. Exhibit 8 shows that 
dividend-based ETFs represent the biggest pool of 
assets in smart beta in Europe at 39.2% of total assets, 
followed by risk-oriented ETFs (which include low-volatility 
strategies) at 15.0% of assets and multi-factor ETFs at 
13.6%. 

In completing Cerulli’s survey, 38.9% of asset manager 
respondents said that they expect fast growth of smart 
beta products in the European institutional space; a 
further 44.4% predict moderate growth. Just 16.7% of 
respondents predict fast growth of smart beta products 
in the wholesale/retail segment; 50.0% foresee moderate 
growth, as shown in Exhibit 9. 

EXHIBIT 7

European Smart Beta Exchange-Traded Fund Assets, 2014–2018 (€ billions)

Sources: Morningstar, Cerulli Associates
Analyst Note: The smart beta universe is based on Morningstar’s classification.
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A 2018 Cerulli survey of European defined contribution 
(DC) pension funds found that Dutch DC schemes are 
increasingly interested in smart beta ETFs as a means 
of diversification. In the defined benefit (DB) space, our 
research shows that Swedish, Swiss, and UK DB pension 
schemes plan to increase their use of smart beta ETFs in 
the near future. Again, the main drivers of this increasing 
adoption are diversification, cost-effectiveness, and the 
need to achieve a specific exposure to specific markets or 
asset classes in a timely fashion. 

Dutch, French, and UK insurers also expect an increase in 
demand for smart beta ETFs in the next two years. One 
German asset manager told Cerulli that retail investors’ 
increasing demand for smart beta products comes from 
their need for diversification and cost-effectiveness. 
However, investors’ knowledge of these wrappers is 
limited, which could hinder their further growth. 

During 2018, asset managers engaged in product 
development efforts in the smart beta segment. For 
instance, Franklin Templeton started trading five smart 
beta products on Zurich’s SIX Swiss Exchange in February 
2018; in the same month, JP Morgan listed two smart beta 
products in Frankfurt that primarily target institutional 
investors in Germany. DWS has rolled out a smart 
beta ETF that invests in high-yielding investment-grade 

corporate debt in Frankfurt and London. And in early 
2019, French smart beta specialist Ossiam launched an 
ETF that harnesses a machine learning algorithm. 

Cerulli expects this trend to continue in 2019 and beyond, 
with ETF issuers seeking an innovative value proposition 
to help them differentiate themselves from their peers 
and attract new inflows. Product proliferation has been 
in fashion during the past two years, with managers 
unveiling new ESG, smart beta, and active propositions. It 
is becoming more challenging for ETF issuers to compete 
with a “vanilla” product offering or simply on price. 

European investors have become more aware of active 
ETFs in recent years. As Exhibit 10 shows, the assets of 
European actively managed ETFs grew from €2.1 billion at 
the end of 2013 to almost €8 billion in 2018. The number 
of actively managed ETFs also increased during this 
period, from just nine in in 2013 to 36 at the end of last 
year. Although active ETF assets are still limited compared 
to those of overall ETFs and smart beta ETFs, several 
issuers are positioning themselves in this segment in a bid 
to differentiate themselves. 

EXHIBIT 8

Smart Beta Exchange-Traded Fund Assets  
by Factor, 2018

Sources: Morningstar, Cerulli Associates
Analyst Note: The smart beta universe is based on Morningstar’s classification.
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EXHIBIT 9

Anticipated Growth of Smart Beta Assets in Europe
by Channel, 2018

Source: Cerulli Associates
Analyst Note: Cross-border managers were asked how rapid they expect smart 
beta asset growth to be in Europe over the next five years.
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Franklin Templeton has rolled out Europe’s first actively 
managed euro green bond ETF. The US asset manager 
has listed its new UCITS ETF, which provides exposure to 
bonds that support projects aligned with a low-carbon 
future, in Frankfurt, London, and Milan. In October 2018, 
JP Morgan Asset Management launched its first actively 
managed equity ETFs in Europe on the London Stock 
Exchange, Xetra, and Borsa Italiana. 

Several of the ETF issuers Cerulli spoke to anticipate 
increasing demand for actively managed products in 
Europe. The main obstacle to increased adoption is lack 
of knowledge around these products among wealth 
managers, financial advisors, and investors. Investor 
education remains one of the main challenges for active 
managers seeking to enter the ETF market with actively 
managed value propositions. 

Expectations of growth
The asset management industry in Europe has become 
more cost-conscious under the pressure of regulation 
and investors are increasingly questioning the value of 
active management and trying to find more cost-effective 
investment solutions. ETFs are therefore expected to 
continue to grow in popularity. On the regulatory side, 
MiFID II came into force in January 2018, setting common 
minimum standards for fund distribution across the 
EU. This new regulatory environment is reshaping asset 
managers’ distribution and may increase the pace of the 
move to lower cost, less complex passive funds.

ETFs are now used as buy-and-hold funds, tactical 
asset allocation vehicles, and trading instruments and 
as transparent, lower cost building blocks for portfolio 
construction. The competition in low-cost passives is also 
intensifying in Europe, with new firms entering the market 
and existing players boosting their efforts. 

As Exhibit 11 shows, asset managers expect fast growth 
of ETF assets in Sweden, Switzerland, and France in 
the next five years. In the smart beta domain, asset 
managers foresee fast growth in Sweden, Switzerland, and 
Germany.  

The AUM of ETFs listed on the Swiss stock exchange 
grew at a CAGR of 13% from 2014 to 2018. By the end 
of February 2019, ETF assets in the country had grown 
to CHF128.5 billion (US$130.5 billion), up from CHF108.2 
billion at the end of 2018. Cerulli believes that ETFs could 
represent an opportunity for managers in search of 
differentiation and revenue diversification. 

EXHIBIT 10

Actively Managed Exchange-Traded Fund Assets Under Management, 2013–2018 (€ billions)

Sources: Morningstar, Cerulli Associates
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The head of ETFs at one large US manager told Cerulli 
that investors in Switzerland need innovative strategies 
with low correlation with the market that can help them 
to address the increased volatility in their portfolios. 
Building a smart beta offering could meet these clients’ 
needs and create a certain level of differentiation from 
“vanilla” ETF strategies. In addition, one ETF issuer told 
Cerulli that advisors and wealth managers are increasingly 
using ETFs as building blocks for model portfolios, but that 
they need a wider degree of options and a value-driven 
proposition. Several managers, including JP Morgan, 
Franklin Templeton, VanEck, and UBS, have launched new 
ETFs for the Swiss and European markets. Vanguard is 
also exploring the possibility of listing a sustainable range 
of ETFs in Switzerland and beyond. 

Although several of the managers Cerulli spoke to believe 
that France offers room for growth, some ETF issuers 
and managers are cautious about entering the country’s 
market now, believing it is peaking. The largest players in 
the French industry have started to offer passive vehicles 
with low fees. Smaller ETF players will not be able to 
compete with the big firms on price, so managers entering 
the market should differentiate their offerings by focusing 
on themes such as artificial intelligence, ESG, and smart 
beta. The asset managers Cerulli surveyed believe shows, 
the asset managers Cerulli surveyed believe that smart 
beta will be one of the three most popular ETF strategies 
over the next 12 to 24 months in almost all countries. 

The respondents to Cerulli’s survey expect the slowest 
growth of ETF and smart beta products in the next five 
years to be in Italy and Spain (see Exhibit 11). At the end 
of 2018, the Spanish government confirmed its decision 
not to give ETFs the same fiscal treatment as traditional 
funds. In Spain, ETFs are subject to the same fiscal regime 
as stocks and are not treated as investment funds from 
a tax perspective. This could hinder the sale of ETFs to 
retail clients. However, international players are showing 
increasing interest in entering the Spanish ETF market. For 
example, WisdomTree launched a series of ETFs for sale in 
the country in 2018. 

The negative perception of the ETF market in Italy is partly 
due to the increase in competition due to the arrival of 
new players and the current below-par performance 
of the local fund industry. However, according to Borsa 
Italiana, the AUM of ETFs listed on the Italian stock 
exchange stood at €61.2 billion at the end of 2018, having 
grown 4.3% year-on-year. In 2018, large players such as 
Candriam and JP Morgan launched new ETF offerings for 
the Italian market. This trend is continuing in 2019, with 
Vanguard listing 19 new ETFs and HSBC Global Asset 
Management 15 ETFs in Italy.

EXHIBIT 11

Anticipated Growth Rate of Exchange-Traded Fund and Smart Beta Assets in Europe, 2018

Source: Cerulli Associates
Analyst Note: Cross-border managers were asked how rapid they expect ETF and smart beta asset growth to be in selected countries in Europe over the next five 
years.
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The asset managers Cerulli surveyed predict fast growth 
in the ETF markets in several European countries over the 
next five years. Our research shows that the adoption of 
ETFs and smart beta products in Europe is more sustained 
in the institutional space. However, the increasing 
adoption of ETFs and smart beta products by European 
private banks, asset managers, and wealth managers 
will drive further growth of ETF assets in the wholesale/
retail channel. Financial advisors are also increasing 
their understanding of ETFs and their demand for these 
products is expected to rise.

Cerulli believes that the growth of D2C platforms will 
boost demand for ETFs among retail clients. Thanks to 
MiFID II, platforms could become more prominent as an 
ETF distribution channel in the future. In the retail space, 
the growth of ETF assets in Europe could be driven by the 
rising popularity of robo-advisors, which often use ETFs to 
build low-cost portfolios. 

However, several managers Cerulli spoke to noted that 
knowledge of and expertise on ETFs and smart beta 
products is not widespread in the European investor 
community. Although an increasing number of ETF issuers 
and asset managers are promoting the use of these 
products, investors’ lack of knowledge remains a key 
obstacle to the widespread adoption of ETFs in Europe. 

Increasing competition and product proliferation are 
complicating the strategies of ETF issuers and asset 
managers operating in Europe. Some managers are trying 
to find a competitive advantage via specializing in ESG, 
thematic, and smart beta ETFs; others are looking at self-
indexing and index provider diversification with the aim of 
reducing costs and tailoring solutions to investors. 




